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rr IS FOR'lHER ORDERED that Snith Bagley, Inc. shall pranptly notify the

Arizona Cor};:oration CQnmission of aI¥ changes in its cellular geograIilic

service area,. as autho~ized l:¥ the Federal carmunica~ons camu.ssion, by filing

for inclusion in its tariff reJised service area maps, in acoordance with the

prC1Visions of A. R. s. S40-367.

IT IS FURIHER ORIERID that Snith Bagley, Inc. shall file with the Arizona

Corporation Carmission and serve up::m all pa.rties of record herein, an initial

effective price sheet oovering all tariffed services, at least 15 days prior to

initialing service.

rr IS FURIHER ORlERED Smith Bagley, Inc. shall emend its protx:>sed tariff

consistent with our discussion, findings and conclusions hereinabole and shall

inclucE in its amenc:Ed tariff a map of its cellular geograIilic service area, as

authorized by the Federal Ccmnunications Ccmnission.

rr IS EURIHER ORIERED that said tariff, as modified, shall re filed wid'l

the Arizona Corporation Ccmnission on or before August 31, 1990.

IT IS FURIHER ORIERED that Snith Bagley, Inc. shall re, ana herebj is,

authorized and directed to follcw the UnifODn ~stan of Acoounts set forth in

47 CFR Part 32, as of the effective date hereof, and not including any later

anendnents or editions.

rr IS EURIHER ORIERED that Snith Bagley, Inc. shall maintain set=arate

books, records and acoounts for its wholesale cellular rE.'l7enlES, expmses,

assets and liabilities.

rr IS FURIHm ORIERED that Snith Bagley, Inc. shall file herein its

interoonrection agreanent with Contel of the west, Inc. and all future

interoormection agreenents it may enter into within 30 days of the c:hte of the

agreanent is signed.

IT IS FURIHER ORIERID that Snith Bagley, Inc. shall file herein the

technical. cescriptions of the type I and II interfaces at the time it files the

-12- Decision No.
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intercxmnection agreanent with Contel of the West. Inc.

IT IS FORIHER ORIERED that Smith Bagley, Inc. shall file herein any

agreanent entered into !:¥ it or FGI Cellular M:lnaganent, Inc. for maintenance

of its cellular telefhone facH ities in Arizona.

IT IS FOR'lliER ORDERED that Snith Bagley, Inc. shall file herein a CX>Pf of

any application for expansion of its cellular geografhic service area at the

time it is filed with the Federal Ccmnunications Ccmnission.

IT IS FORIHER ORIERID that in the e.Tent Smith Bagley, Inc. d:>es b.Jsiness

under an assuned name, it shall file herein and with its tariff a notice of

that name.

IT IS FORIHER ORIERFD that Snith Bagley, Inc. shall file herein the toll

free tele{i1one nunber of the heacquarters of EGI Cellular Managanent, Inc.

IT IS FUR'lHER ORDERED that this Decision shall become effeetJ.ve

imnediately.

BY"ORIER OF THE ARIZ
/

ISSICNER\ ER
,:, .

IN W~ESS WHElJ.EXJF, I, JAIoES Mf\TlHEWS, Executive
seeretaIy-.of...j;lle Ar izona Corp::>ration Ccmni.ssion,
have hereunto set my hand and caused the
official seal of this carmission to be affixed
at the capitol, in the City of Ehoenix, this :&1.-
day of ~Vttv~, , 1990.

~~0<-Y\1~
JAMES MATIHEWS
Executive Secretary

DISSENT
CKH!djp"------
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Phoenix, Arizona.

July 3, 1990

COCKETED BY 19-< I
roCKET NO. 0-2561-90-151

DECISION NO. _5_7_0_3._>..5_

OPINION AND CRIER

Cheryl K. Hachnan

BRCNN & BAIN, t¥ Mr. Lex J. Snith and Me. Stefhen
A. <Mens, on behalf of the Applicant, The
Chronicle Publ. ishing CQntBI'.¥, Chronicle cellular
Division;

JCBNSQiJ, w\YNARD, GRANT & PARKER, t¥ Mr. Michael
M. Grant, on behalf of the Gila River Cellular
Gereral Partrership;

BEFORE '!BE ARIZ(JqA COlUORATION 'IItMI~tiQn Commission

DOCKETED

JUL 191990

CE OF REARm:;:

CIA WEEKS
~

D. JENNOOS
CDMMISSIOOER

E H. MJR:;AN
OJMMISSIOOER

IN '!HE W\'ITER OF THE APl:LICATION OF )
'!HE CBRCNICLE RBI. IffiIN:; CDMPMY, )
aUQUCLE CELLULAR DIVISION, FOR A )
CERTIFICATE OF PWLIC OJNlENIENCE AND )

EX:ESSlTY'ID CDNS'IRIJCI' AND OPERATE A )
CELLULAR SYSTEM TO SElWE 'lEE ARIZ~ )

-GlLA RURAL SERVICE ARFA AND FOR )
pmOlAL OF ITS WHU,ESALE TARIFF. )

11-----------------)
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SNELL & Wn..MER, 1::¥ Mr. Bruce P. White and Mr.
'lhanas L. Munaw, for Metro M:>bile crs of Phoenix,
Inc.; and

Ms. El izabeth A. Kusibab, Attorney, Legal
Division, Arizona. Coq:oration Ccmni.ssion, on
behalf of the Utilities Division of the Arizona
Corporation Commission.

Y '!BE CDMMISSIQq:

On May 29, 1990, 'nle Chronicle Publishing CQntBI'.¥, Chronicle cellular

Division ("Chronicle"), a Nevada Corporation, filed with the Arizona
25

27

28

rJ;Dration C'.amnission ("camnission") an application for a rertificate of

ic comenience and necessity ("certificate") authorizing it to construct,

t:erate and maintain cellular radio facilities for the trOlTision of tele};hone

service, as a camnon carrier, in an area defined by the Federal
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1 carmunications Ccmni.ssion ("Eo::") as the Gila, Arizona Rural Service Area, RSA

-5, cellular Market No. 322 (the "Gila RSA") which oonsists of Gila and Pinal2

:5

4 service

O1ronicle also asked for apprOlal of its initial tariff for

to other cellular canmon carriers and resellers. In

5 accordance with A.R. S. § 40-282 (C), on June 15, 1990, the Cormission issued a

6 notice of hearing setting July 3, 1990 as the hearing date on O1ronicle's

7 application. Notice of the hearing was ~anptly published in a newsplper of

8 general circulation in Gila and Pinal CDt.mties and, ~ Prooedlral Orders issued

9 herein on June 27, 1990 and June 28, 1990, the - Presiding Officer granted

10 applications to intervene filed ~ Metro ftt:>bile crs of Rloenix, Inc. {"Metro

11 M::>bile"} (Oler O1ronicle ' s objection) and the Gila River cellular General

12 Partnership (the "Gila Iartrershipll). At the oonclusion of the hearing, the

14 the Presiding Off icer and the isslBnce of a RecanmeniEd recision.
-\

,.)

13

15

16

tter was adjourned pending subnission ~ the parties of prop:>sed orders to

DISCDSSIOO

'!he Fa: has created a regulatoty schane for cellular service that

17 anticipltes two a::mp:!ting service ~Oliders in each market: a non-wire1. ine, or

18 'Jype A, carrier; and a wireline, or 'Jype B, carrier. Olronicle is the holder

19 of the non-wirel. ine carrier oonstruction p:!rmit issued ~ the R::C authoriz ing

20 the establishnent of a cell ular systan to serve the Gila RSA. Metro M::>bile is

21 the holder of the non-wireline cellular certificate for the Phoenix

22 etropolitan service area ("MSA") and is affiliated with Tucson Cellular

23 TeleIhone canplny (ITCl'C"), the certificated non-wire1.ine carrier in the Tucson

24 MBA.- '!he Gila Iartnership is the Fa: liscensee which will be affiliated with

25 the '!YJ;:e B cellular carriers in Rloenix and Tucson: US West NewVector Group,

26 Inc. ("Newtlectorll ) and the Tucell Iartnership (~cellll), and it will be filing

27 an application for a certificate. It is presently anticip:lted that O1ronicJ.e

28 and the Gila Iartnership will ~Olide canpeting cellular service along a

-2- Decision No. flo.:?5'*'
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of Interstate 10 between Ihoenix and Tucson, so that, in addition to

in areas such as casa Granda and Florence, cellular te1ep,one service

provic:Ed to 1;he custaners of Metro !'bbile,. TCI.'C, Ne.N'ector, Tucell, and

er cellular carriers, while they are traveling retween the two metrop::>litan

::

"

6 'lhe· FCC isslEd the no~wireline cellular a:>nstruction ~rmit for the Gila

7 to Chronicle Cellular CanfBI¥ on March 13, 1989 and, to reflect a a:>rporate

8 reorganization, sulEeqlEntly reissued the ~rmit to O1ronicle Publishing

9 CanfBny. In issuing the non-wireline cellular a:>nstruction permit, the FCC

10 d:termined that there was a p.Jb1 ic need for a non-wire! ine cellular carrier in

11 the Gila RSA and effectively determined that Chronicle is legally, financially,

12 technically and otherwise qualified to provid: oellular servioe. 'lhe FCC's

13 construction permit expires on septanber 13, 1990 and Chronicle has requested

,.:..) 14 expedited a:>nsid:ration of its application herein.

15 The Ccmni.ssion's Utilities Division ("Staff n
) recamtend:d aP};roval of

16 O1.ronicle's application, subject to the filing of anendnents to the prop::>sed

17 tariffs s~cifying roaming dlarges for "affiliated" carriers (carriers with

18 han O1ronicle may a:>ntract) or, alternatively, filing with the camnission aI¥

19 contracts entered into with such carriers. 'lhe contract rate with an

20 "affiliated" carrier would te made available to all similarly sitlated carriers

21 entering into such agreanents. Additionally, staff re:;{uested that the

Applicant agreed with staff's

22 interconnection agreement with the land-line telephone publ ic service

23 corporation be filed with the C<mni.ssion.

24 reaammendations.

25 The principti· areas of disagreanent were retween Metro 1't>bile and

26 Chronicle and centered around the issues of price disa:>unts, minimun resale

27 obligations (both in terms of Plone nunters and minutes of use), and es~cially

28 " roaner "· rates. Gila Partnership joined Metro It>bile's oPJ;X>sition to the

-3- Decision No. $7t:J..:?.s:-'----
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1 op:>sed ra:;ruirenent of a minimum 10o-mmber block of nunbers for resel1ers of

2 service, with a oorresp:>nding minimlll1 of 200 oours of ~ak period

;3 gee

4 1. Filing an Initial Price Sheet

5 Metro Itbbile has faulted Olronicle for failing to };!:'cwide it and other

6 rese11ers with an initial };!:'ice sheet iOOica ting the 1er;el of

7 if any, to be applied to its authorized maximlll1 rate for each

im~diment to certification. other cellular };!:'cwiders (including11

12 tro fot:>bile itself) ha\Te been ~rmitted to receive certification without an

13 nitial price sheet.

8 Al though the Canmission fully understands that Metro M:>bile can rot

9 judge the viability of the resale market in the Gila RSA in the

10 ence of such a };!:'ice sheet, we find this to be more of a tusiness problan

14 In };!:'ior instances, the Ccxnmission has, hat!er;er, ra:;rui red an initial };!:'ice

the tariffs of all of the other wholesale cellular carriers). We

22 ier;e that the 14-dc¥ notice period contanplated I:¥ Chronicle's pro};X>sed

23 riff should be fol10lr1ed and will therefore ra:;ruire that Olronicle file an

24 nitial effective price sheet with this Ccmni.ssion at least 14 days prior to
'"

15 eet 120 days before initiation of service t:¥ a cellular };!:'cwider. see

16 cision Nos. 53740 (september 14, 1983); 54231 (Ncwember 8, 1984); and 54377

17 14, 1985).1 'lbis ra:;rui ranent is simply rot feasibl e in this

18 Further, although canpliance with the general statutory 30-day

19 tice ~riod for tariff fili~ might be feasible, Olronicle's };!:'op:>sed

20 holesale tariff permits dlanges in the ler;el of the discount on 14 da;{s notice

21

25 ts cx:rmnenoement of operations.

26

27

28
• TCl'C, Metro M:>bile's Tucson affiliate, subnitted its original };!:'ice sheet

at the time of certification. ~ tecision No. 54758 (NoY'anber 13, 1985).

-4- Decision No• .5JPJ'.5
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1 2. Minimun Blocks of NlJnters and Usage

Such a minimun could be increased to 25

3 • "Roamer" Rates

hours ~ak usage.

murs of lEage dJring Olroniele's second year of o~ration. Mry

-roamer" rates to l:e dlarged other carriers or resellers for any

that!!!i minimun could l:e jlEtified. Ba¥ever, the canmi.ssion is aware

every };Otential retail sul::scril:er could also bJ:y fran the wholesale

there would then be little practical distinction between the wholesale

'!he JOOst controversial issue in this proceeding imolves Olronic1e's

ission up::>n an appropriate application I::y O1ronic1e.

oniele's estimates of the };Otential -hane market- in the Gila RSA, it is

offered I::y O1roniele and the retail provision of cellular service.

A reasonable canpranise based on the testimo1'¥ of Metro M:>bile witness

'ley' 'NOuld l:e an initial minimun block of 10 mml:ers with a corre8};Onding

urther increase in the minimun after two years will l:e (xmsidered by the

ervice Olronic1e provides to their end-users who travel through the Gila RSA.

ronic1e is rEquesting a charge of $.90 ~r minute plus a $2.50 ~r custaner

day surdlarge (-per dian surdlarge-). Metro M:>bile contended that these

28 ates:

2 Olroniele acknowledged at hearing that it was not reasonable to e~ct

3 resellers to take a minimlJtl of 100 lllIIll::ers and 200 murs of ~ak usage when the

4 ota! eJq:ected nunber of cellular e~users for the first year was only 35. It

5 greed to red1ce the minimlJtl to 25 nunters and 50 murs. '!his is satisfactory

6 0 Gila Partnership, but Metro M:>bile argued that, at least initially, no

7 rEquired.

8 If one were to take the minimlJtlS presently in effect for wholesale

9 in the Tucson and Iboenix foSAs as canp:1red with the size of

10 hose resale markets, and then p:o};Ortionate1y reduce such minimtJnS to match

11

12

13

14
~-~..)

15

16

17

18

19

20

21

22

23

24

25

26

27
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1 1) were not based on the oost of prOlTiding seIVice;

2

:5

4

5

6

2) were sutstantially higher that any rates for ·roamer"

seIVice ~eviously authorized t¥ the CCJIlnission; and

3) would place Metro l'bbile at a sutstantial CXJIl~titive

disadlantage vis-a-vis its wireline can~titor in the

PhoenixlI'ucson MSAs.

7 In view of the el7idence prOlTided in this proceeding, Metro M::>bile ' s ooncerns

8 rout Chronical ' s prop:>sed roamer rates are understancable. Essentially,

9 cellular teletilone service in the Gila RSA will be a canplementary service to

10 cellular seIVice in the Phoenix and Tucson MlAs. As a result, oost of

11 roniele l s b.1siness will be prOlTiding roamer service to Rloenix and Tucson

12 and resel.lers who will make that service available to the

13

14 EIlidently, in order to maximize its rel7enues dJring its initial start-up

15 ears (when it will be experiencing operating losses), Chronicle has dx>sen to

16ljrnaxi'.mize its rel7enues t¥ maximizing its roamer rates, based on value of service

17 principles (not the estilnated oost of prOITiding seIVice), rather than

As arel7enues t¥ minimizing its rates and stimulating demand.

of this apt:('oach, Clroniele's prop:>sed roamer rates are significantly

than those apprOlTed t¥ the Canmission in the Rloenix and Tucson MSAs,

__ Metro M::>bile' s CXIll~titive problems arise fran the fact that the wireline

OITiders in both the Phoenix and Tucson M:3As are affiliated with Gila

rtrership. '!bus, as the el7idence herein suggests, they are likely to receive

ore favorable "roamer" rates than tb:>se being offered t¥ Olroniele to Metro

bile. Ellen if the Gila Partrership's rates were canparable to those tr0p:>sed

21 here rates vary fran a flat $.60 per minute (NetNector) to Metro M:>bile's $.70

22 (on peak) and $.60 (off peak) charges. None of the carriers in either MSA have

23 iled a per dian surcnarge.

18

19

20

24

25

26

27

28

-6-
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Thus, it appears that, given the market mnditions and Chronicle' 5

1 Chronicle, Metro M:>bile' 5 can~titors would, in large part, simply be moving

2 heir money fran one p:>cket to another. Further, unlike retail sl1l:scribers in

3 cellular {:Covider's -hane market", "roamers" are, for all practical purp:>ses,

4 cap:ive" custaners once BWcrj fran b:Jne. SUl:::scribers to non-wire1ine carriers

5 n Bloenix (i. e., MetroM:>bile) must use the non-wireline carrier in the Gila

6 (Chronicle) unless: 1) they are willing and able to reprogram their

7 time they leave Marimpa County and then change it

8 ck u~n their return; and 2) the Gila Partrership is willing to sign a

9 rcaner" agreanent with Metro M:>bile.

10

11 Metro M:>bile will either purchase roamer service fran

12 ronicle, pass the mst of that service on to the eIXl-users and lose custaners

13 0 the '!Ype B carriers (New\Tector, the Gila Partnership and Tucell) or, in

14 rder to ranain mst CXIIl~titive, will plrchase roamer service fran the Gila '

15 rtnership and lose custaners due to the incomenience of switching to a '!Ype

16 carrier in the Gila RSA. AI though, we to the Gila Partrership's affiliation

17 and Tucell, Metro M:>bile beliares the latter alternative is

18 anote, as a oertif icated CXIOIIIon carrier, the Gila Partrership would be

in aIt:>bileMetrotoserviceroamerprovideto

n-discriminatory manner. In any arent, it ap~ars that C1lronicle has lost

21 ight of the fact that its fortunes are largely depmdent u~n the business

22 uccess of Metro and TCl'C: if they lose custaners to the 'lY~ B carriers due

23 0 the mst of '!Y~ A roamer service in the Gila RSA, Chronicle will also lose.

19 equired by law

20

24 // BQiever, while it a~ars that Chronicle' 5 pro~sed roamer rates will give

rvice supJ;X)rt is not available and greater reliance is placed on value of

25 e 'lYpe B carriers a can~titive advantage and may be self-defeating, they are

26 nitial rates for a CXIIl~titive service. Given the standards used to evaluate

27 uch rates (e. g., no -fair value" deter:mination is required, actual CDst of

28

-7- Decision No. ..s-llJ":'?S
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1 ervice pricing), we can not find that Chronicle' s pro~sed rates are unj ust

2 nd unreas:>nable as a matter of lCii. 'lherefore, they will be a~CNed.

"
""

Having consicEred the entire rea:>rd herein and being fully advised in the

:3

4

* * * * * * * * * *

5 anises, the Ccmni.ssion finds, a:>nclucEs, and orders that:

o{:erate and maintain cellular radio facilities to

O1ronicle is a Nevada a:>rp::lration in g:>OO standing in the state of

On May 29, 1990, O1ronicle filed an aWlication for a certificate

2.

1.

9 OIlide teleIilore service as a ccmoon carrier in the Gila RSA.

7

8

10

11 evada and has filed the necessary p3.pers to qualify as a foreign corporation

12 uthorized to Cb b.1siress in Arizona.

nstruction of cellular facilities in the Gila RSA to Chronicle Cellular

•.\
1

Notice of O1ronicle's application and the hearing thereon was

in a newsp3.per of general circulation in the Gila RSA on June 20,

'll1e Ft:C has p[etliously found that a p..tblic need exists for cellular

service throughout the a:>untry, including the Gila RSA.

5. On March 13, 1989, the Ft:C issued a a:>nstruction {:ermit authoriz ing

3.

4.

and it sul:sequently reissued the {:ermit in O1ronicle's name.

6. Under the FCC's regulations, Chronicle must obtain a certificate,

a:>nstruction of a cell site and begin };COlliding service in an

-apprCNed cellular geogral;iri.c service area (-roSA") within the Gila RSA by

7. Initially, C1lronicle intends to prCNicE oellular telethone service

approximately a lo-mile radius of casa Grande, Arizona and to

ul:sequently expand its roverage by aPIZ'oximately another 20 miles s:>utheast

and to prCNicE service in Florence, Arizona and vicinity.

13

'. ·"·1 14.,
..'

15

16

17

18

19

20

21

22

23

24

25

26

27

28
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service, particularly roamer service to .other cellular carriers.

sites and a mobile teleFhone Stlitching office.

8. Due to the nature of the Gila market, Chronicle e~cts that it will

retail custaners and that most of its revenues will te generated ~

9. O1ronicle has agreed to IrOl7ide wholesale service to the Gila

11. O1ronicle has develo~d plans for design, maintenance and o~ration

its cellular system and made preliminary arranganents for the location of

10. Chronicle estimates that it will prOl7ide service through its

custaners to approximately 35 retail custaners dlring the first year

operation and that by the end of the fifth year it will prOl7ide service to

rtnership and will enter into an NXX placanent agreanent to meet the

rtnership's service rB:juiranents until it can oonstruct its cellular system.

12. O1ronicle will not rB:juire a franchise for the use of ~ic I

reets, highways and rights-of-Way for cellular facilities.

13. For the land-line portion of its service (local, intralata,

17 'nterlata and interstate) Chronicle has entered into an interoonnection

18 greanent with '!be ~untain states TeleFhone and Telegra};t1 Canplny, dba us West

1

2

3

4

5

6

7

8

9

10

11

12

13

';'--;.1 14..--,/

15

16

If the cemni.ssion permits it to 00 so, Chronicle will maintain its

unications ("US West"), and will };ay access charges to us West pursuant to

t agreanent.

14. If granted a certificate, O1ronicle will faniliarize itself with the

gOl7erning public service corporations and the rules and regulations of

is camnission and intends to abice ~ than.

19

20

21

22

23

24

25 records in acoordance with the FCC's new Uniform ~stem of Acoounts

26 "Part 32").

27 16. If granted a certificate, O1ronicle will file annual rep?rts and

28 aintain its records so that its cellular wholesale revenues, e~nses and

-9-
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20. Chronicle' has assets in excess of $250 million, revenues

17. If granted a certif icate, Olronicle will begin amstruction of its

18. Olronicle is a closely-held, fClIlily-CMned CClDtBny which is engaged

n&ispiper publishing and owns and operates television stations and cable

construction ~rmit expires.4

5

2

:3 ellular facilities jnmediately so that it can canplete construction before its

1 ther pertinent data can be readily detennined when necessary.

7 elevision systans.

19. For technical expertise in constructing and operating a cellular

system, O1ronicle has entered into a managanent contract with United

tates cellular Corp::>ration, the eighth largest cellular CXJmtBny in the nation,

currently operates in 33 ~s and is constructing cellular systans in 19

ignificantly in excess of $250 million and unused lines of credit of more than

50 million, and it intends to finance construction and initial o~ration of

16 ts cellular teleIilone systan entirely with internally generated e:;ruity funds.

17 21. Although, in view of the circunstances, 100 ~rcent Equity financing

18 s not unreasonable per se, no evidence was pr0\7ided in this proceeding that

8

9

10

11

12

13
"

14.. ", ~

../

15

tele~ne facilities would meet any of the re:;ruiranents of A. R. S.

and 40-302, would be cost-effective and would result in reasonable

ronicle' s method of financing construction and initial o~ration of its

pital costs for ratanaking purp::>ses.

22. '!be FCC has explicitly found Chronicle to be legally, technically,

19

20

21

22

23

24 i~cially and otherwise qualified to construct and operate a cellular

25

26 23. O1ronicle' s proIX>sed wholesale tariff sets forth its maximun rates

27 or access seIVice to resellers and other cellular ccmnon carriers and includes

28 pr0\7ision which would permit changes in the rates to reflect discounts within

-10- Decision No. qo d!.s-
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1 the range of a to 50 percent, on 14 dc¥s notice and filing with the carmission.

2 24. Chronicle's prop:>sed wholesale tariff d:>es not inclucE an effective

;; rice sheet c:;>ntaining its initial rate disoounts. -

4 25. Potential rese11ers of Chronicle's cellular te1.eIilone service must

5 iNe reasonable notice of the disoounts to be applied, 1::¥ an effective price

6 sheet, to individJal tariffed services.

f,..
f

27. Chronicle ~ojects only 35 "hane market" custaners in its first year

28. Ra:.luiring a rninimun resale block of 100 nunbers, as originally

30. A rninimun of 10 nunber and 20 oours of ~ak use cilring Olronicle's

29. Ellen a redJced minimun block, such as 25 nunl::ers, would not al1CM

32. staff recamnended apprO/al of the application by Chronicle, subject

e seoond year would al1CM for more than one reseller and would be ap~o~iate

op:>sed roaner rates are just and reasonabl e.

uring Chronicle's first two years of operation.

31. As initial rates for service in a CXJD.petitive market, Chronicle's

9

7 26. Chronicle's prop:>sed tariff would prO/icE 14 days notice of changes

8 . n applicable disoounts.

10 f operation.

12 op:>sea by Chronicle, would effectively preclUde resale.

11

14 more than one reseller during the initial year of Chronicle's operation,

15 though such a rninimun would be more ap~o~iate as the Gila RSA market

16 tures.

13

17

18 irst year of operation and a minirnun of 25 nunbers and 50 peak hours during

19

20

21

22

23

24 o:the filing of amencinents to the ~op:>sed tariffs specifying roamer charges

25 or "affiliated" carriers (carriers with whan Chronicle may oontract) or,

26 ternatively, filing with the carmi.ssion of any contracts entered into with

27

28 33. staff also recamnencEd that Olronicle file US West's interoonnection
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1 greanent for access service to Olronicle.2

2 34. Chronicle agreed with Staff's recx:rmnendations.

3

4 1. Olronicle is a public service corporation within the meaning of

5 ticle "1N of the Arizona. COnstitution and A.R.S. S40-281.

'!here exists a pJbl. ic neoessi ty for a cellular telethone system

'!he Ccmni.ssion has jurisdiction ()lJer Olronicle and of the subject

3.

2.

tter of the application.

6

7

8

9 ithin the Gila RSA.

10 4. Chronicle is a fit, Willing and able puty to prOl7i& such cellular

11 eleIilone service.

12

13

14

15

16

5.

6.

Chronicle should be granted a certificate authorizing it to

operate and maintain cellular radio facilities for the prOl7ision of

service as a a:mnon carrier with the Gila RSA, as authorized i:¥ the ,

Prospective resellers of Chronicle services should receive at least

17 4 days notice of the actual effective price for each service.

Chronicle's proposed minimum resale block of numbers and

Chronicle's prop:>sed minimun resale block of nll'1'lters and usage

In addition, since it is prOl7iding access service to Olronicle IXJrsu:mt to
a Stecial contract rather than its tariff, US West must file the contact
in acoordance with A.R.S. §§40-365, 40-367 and 40-250 (B) and presunably
will 00 so.

7.

8.

uld be reduced to 10 nunbers and 20 teak hours during its first year of

nll'1'lters and 50 teak hours thereafter until otherwise

ervice with the Gila RSA.

orresponding minimun usage is unjust and unreasona.ble and should be reduced to

level allOtling for cantetitive prOl7ision of resale to end-users of cellular

18

19

20

21

22

23

24

25 1+------
26

27

28
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1 ordered l:¥ the eatmission.

3 effective prices and the reduction in the minimun resale nunbers and usage,

4 ronicle's prop:>sed initial rates are just and reas:>nable.

5 10. O1ronicle should be granted permission to keep its l:xx>ks and records

6 in acoordance with Part 32.

2 9. As initial rates for service and with 14 days notice of the initial t..,.
"

7 11. Nothing herein should ~ construed in any ~ as apprO/al of or a

12. staff's rea:xranendation that Olronicle file the interconnection

9 llular teleJ;ilone plant and o~rations.

8 termination on the reasonableness of Olronicle's method of financing its

11 greanent with us West should be aoopted.

10

is, granted a certificate of plblic oorwenience and necessity

rr IS 'IBEREroRE ORDERED that '!he Chronicle Publishing Cantany be, and

anptly notify the Arizona Coq:oration Catmission of aI¥ changes in its

11ular geograJ;ilic service area, as authorized !:¥ the Federal canmunications

uthorizing it to construct, operate and maintain cellular radio cCJmlunications

for the I;:rQllision of teleIbone service as a canmon carrier with the

rr IS FURIHER ORDERED that the certificate of p.Jblic oorweni.ence and

cessity granted hereinabolJe, be and herel:¥ is SUbject to the condition that

"t is contingent up::m, coextensive with and icEntical to the authority granted

o the Olronicle Publishing Cantany l:¥ the Federal eatmunications CCmnission.

rr IS EURIHER ORIERED that 'Ibe O1ronicle Publishing can};aI¥ shall

ICOrnu." ssion, by filing for inclusion in its tariff redsed service area maps, in

coordance with the prCNisions of A.R.S. S40-367.

rr IS FURmER ORDERED that '!be Chronicle Publishing Can};any shall file

28 ith the Arizona Coq:oration Q:mnission and serve up:>n all parties of record

12

13

'.'
14

15

16

17

18

19

20

21

22

23

24

25

26

27
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1 an initial pricing sheet cOlering all tariffed services, at least 14

2 ys prior to initiating service, rot in no event later than Setcanber 1, 1990.

:3 rr IS FUR'lBER ORDmED that '!he Olronicle Publishing canpuy shall amend

4 .ts pro}.X)sed tariffs cx>l1sistent with our discussion, findings and conclusions

5 ereinabcwe and shall include in its amended tariff a map of its cell ular

6 eographic service area, as authorized by the Federal Communications

7

8

9

10

11

12

13

r~) 14

IDJrmi.ssion.

rr IS FORlHER ORIERED that said tariff, as modified, shall t:e filed with

e Arizona Corporation Ccmnission on or before August 1, 1990.

rr IS FORlHER ORIERID that '!he O1ronicle Publishing canIBny shall be, and

erel:¥ is, authorized and directed to follcw the Unifonn ~stan of Accounts set

orth in 47 eFR Part 32, as of the effective date hereof, and not including any

ater zmendnents or editions, for its cellular tele};hone operations.

rr IS FURTHER ORDERED that this Decision shall become effective

19

20

21

22

23

24
.....; .-

25 ISSENT

26
djp

27

28

wJERlD', I, JM£S ~'l'IH:EWS, Executive
secretary the Arizona Corporation camli.ssion,
have hereunto set my hand and caused the
official seal of this Ccmni.ssion to be affixed
at the 'r~l, in the City of Ihoenix, thisJ.L.
day of~ , ~990.

~~~
~~i;~ Secretary
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DECISION NO. _S_7_~..i:._~_

OPIN~ AND ORIER

i)

On March 2, 1990, century Yuna Cellular Corp. ("century Yuna"), a

10 Ill\TE OF HEARIN;:

11 PLACE OF HEMIN;:

12 mESIDUG OFFICER:

13 APPEARANCES :

14

15

16

17

18

19
BY 'mE CDMMISSIC6:

20

21 1.

June 25, 1990

Phoenix, Arizona

Cleryl K. Hacm.an

BRCWN & BAIN, t:¥ Mr. Lex J. Snith, on behalf of
the AWlicant, century Yuna cellular Corp.:

JrnNS'lON, M\YNARD, Gm\NT & PARRER, t:¥ Mr. Michael M.
Grant, on behalf of the Yuna, Arizona RSA
Limited Partrership, and

Ms. Elizabeth A. Kushibab, Attorney, Legal Division,
Arizona Corporation Carmission, on behalf of the
Utilities Division of the Arizona Corporation
Carmi.ssion.

22 DelaoTare oorp::>ration authorized to d:> bJsiness in Arizona, filed with the

23 Arizona Corporation Ccmnission ("Ccmni.ssion" or "ACC") an application for a

24 certificate of ~ic cxmvenience and necessity ("certificate") authorizing it

25 to construct, operate and maintain cellular radio facili ties for the ~OIlision

26 of teleIhone service, as a cxxnmon carrier, in an area of def~ t:¥ the Federal

27
CamlUnica.tions Catmission ("FCC II

) as the Yuna, Arizona Rural Service Area, RSA
28

-4,OOlular Market No. 321A (the "Yuma RSA,"), which cxmsists of Yllna and La
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paz Cbunties, Arizona.

2. Notice of Century Yllna's application and the hearing thereon was

plblished in a newspper of general. circulation- in the YLIDa RSA on June 13,

1990.

3. On JlJ"le 18, 1990, the YlIna, Arizona RSA Limited .Partnership (the

"Yuma Partnership·)l filed an application to intervene as a party, which was

not opp:>sed 1:¥ Century YlIOa and granted 1:¥ the Presiding Officer at the hearing

on June 25, 1990.

4. '!he ECC has pt'wiously found that a plblic need exists for cellular

teleIilone service throughout the oountry, including the Ylltla RSA.

5. On March 28, 1989, the FCC issued a cxmstruction ~rmit authorizing

ex>nstruction of cellular facilities in the Y\Illa RSA to Bay cellular Limited

Partnership, and on October 12, 1989 it granted its oonsent to the assicpnent

of that peIIllit to CentUIY Yuna.

6. Under the FCC's regulations, Century Yuua must obtain a certificate,

canplete ex>nstruction of a cell site and begin pt'OITiding service in an

FCC-a~OITed cellular geograthic service area (WOOSA") within the Yuua RSA 1:¥

Beptanber 28, 1990.

7. Initially, Century Yllna intends to p:OITide cellular telePlone

service, via two cell sites, within appE'oximately a 3o-mile radius of Yuna,

Arizona, and within appE'oximate1y one year it intends to eJPand its cx>verage ~

approximately another 20 to 30 miles east of the imtial COITerage area, along

1. '!be FCC has determined that the market of the cellular telethone in&stry
will be a doopoly of primaIY carriers in each service area: a w'!YP! AII or
~ire1irew licensee and a -rypa B·or Wwireline liscensee. '!he Ytlna
Partnership is the wire1ine licensee in the YUDa RSA and has a };:ending
application for a certificate (Docket No. 0-2555-90-093) •

-2-
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Interstate 8.

streets, higlwa;{s and rights-of-way for cellular facilities.

12. Century Yuna will not req:uire a franchise for the use of };Ublic

13. For the land-line IX'rtion of its service (local, intralata,

;
Ille to the nature of the Yuna market, Century Cellular expects that8.

interlata and interstate) Century Yuna has entered into an interconnection

agreement with '!he M::>untain states Tele~one and Telegra:th canp:ll'¥, dba us West

CQrmunications ("US West") and will pay access charges to us West pursuant to

that agreement.

maintenance and o~ration, and prel iminary arrangements hCNe been matE for the

location of cell sites and a mobile telephone switching office.-

it will p:'obably have only two wholesale custaners (itself' and, until its

10. Century Yuna estimates that it will p:'OI1itE service to approximately

458 retail custaners during the first year of operation and that by the end of

the fifth year it will prOl1itE service to approximately 3,318 custaners.

11. Century Yuna has develo~d plans for the cellular system tEsign,

Partnership's service req:uirements.

9. Century Yuna has agreed to p:'OI1itE wholesale service to the Yuna

Partnership and will enter into an NXX placanent agreanent to meet the

cellular facilities are cxmstructed, the Yuna Partnership) and that most of its

revenues will be generated by its retail sales to end users.2

2 • It apt:ears that the four existing certif icated cellular carriers in
Arizona prOv'ide retail service to end users either indirectly, through a
rese1ler affiliate, or directly, by "purchasing" their Otln wholesale
service at their tariffed rates and ·reselling" that service. To minimize
its costs, Century Yuna has chosen the latter a~oach and its serv ice to
end users will be p:'OI1ided by an operating division. In light of the
formative nature of the cellular irdlstry in rural areas, Century Yuna's
understandable tEsire to minimize its costs during its start-up years, and
the atsence of any req:uest or recxmnendation that we rEquire a sep:lrate
affiliate, we will not ra:;ruire use of a sep:lrate reseller affiliate for
retail service to end users at this time.

1

2

:3

4

5

6

7

8

9

10

11

12

13
"",1

" 14

15

16

17

18

19

20

21

22

23

24

25

26

27

28
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If granted a certificate, Century Yuna will fcmiliarize itself with

2 the statutes g::werning public service ex>rp:>rations and the rules and

3 regulations of this -Ccmnission and intends to abide t¥ them.

4 15. If the canmi.ssion ~rmits it to do gj, Century Yuna will naintain

5 its l:x>oks and records in accordance with the FCC's new Unifonn ~stan of

6 Accounts ("Part 32"); otherwise it will use the old acex>unting systan (-Part

7 31").

8 16. If granted a certificate, Century Yuna will file annual rep:>rts and

9 maintain its records so that its wholesale revenues, e~nses and other

10 ~rtiIEnt data can l::e readily determiIEd when IEcessary.

11 17. If granted a certificate, century Yuna will begin construction of

12 its cellular facilities inmediately gj that it can a::rnplete ex>nstruction l::efore

13 its FCC oonstruction peImi.t expires.

14 18. century Yuna is a fourth-tier, whol1y-QllIEd sul:sidiary of Century'

15 Canmunications Corp. (-century") , a holding canpany Which, through

16 sul:sidiaries, iOOirectly QIIns and o~rates cable television systans in various

17 locations throughout the country, including Yuna, Arizona, and 10 cellular

18 tele:thone systans in five states (inclUding two cellular systans under

19 oonstruction in Virginia).

20 19. Primarily die to the ~uisib.on of cable television and new

21 cellular telettx>IE systans, increased depreciation for those systans and

22 increased interest expense die to the issmnce of debt to finance the

23 a~uisitions, century incurred net losses in 1987 ($977,000), 1988 ($4 ,450,000)

24 and 1989 ($35,556,000) and expects the IEt losses to oontinue until such time

25 as its recently a~uired cable television and cellular tele};iloIE systans

26 geIErate sufficient earnings to offset the ex>st of ~uiring and o~rating

27 them.

28 20. At ~cenber 31, 1989, aPIroximate1y 89 percent:. of Century I s total
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1 (consoli&ted) assets were financed by long-ter:m debt, and, except for $1,000

2 of CXJ11ItIon eguity, century Ylltla will be financed entirely with cEbt capital

:3 prOlTided by. its Imnediate pirent, centuIY Cellular Corp.·, a third-tier

4 sutsidiary of century.

5 21. century cellular Corp. has entered into a credit agreenent with

6 eight banks for up to $250 million of debt financing for construction and

7 initial o~ration of cellular teleIilone systems and has agreed to make all

8 necessary funds available for the construction and operation of century Yuna l s

9 cellular system fran that credit agreement.3

10 22. In connection with the application for assignment of the

11 construction permit, centUIY YlIIIa prOlTided financial infoonation to the FCC,

12 and when the FCC consented to the assicpnent, it impl icitly found that century

13 Yuna is financially, as well as technically, qualified to construct and operate

14 a cellular tele{i1OIle system.

15 23. In essence, century YlltlaIS witress testif ied that the practical

16

17

18

19

e::.Iuivalent of 100 percent debt financing is available to na; cellular tele{i1one

systems because of the high probability of successful o~rations (hence lOtI

business risk) after the initial start-up years.

24. No evidence was prOlTided in this proceeding that century Ylltla l s

20 method of financing the acquisition of a construction per:mit and the

A.R.S. §§40-30l and 40-302, is cost-effective and would result in reag,nable

construction and initial o~ration of cellular teleIbone facilities (i.e.,

exclusive reliance on debt financing) would meet any of the re::.Iuiranents of

21

22

23

24

25

26

27

28

3. 'nle cre;tit agreenent with the banks re::.Iuired century to inflEe $35 million
of e::.Iuity into all of its cellular operations, but none of that e::.Iuity
inflEion has been st:ecif ically attrituted to century Ylltla (Tr. at 48) •
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1 cwerall capital. costs for ratanaking purp:lses.

2 25. century YlJna l s pro};X)sed wholesale tariff sets forth its maximun

:3 rates for access service to resellers and includes a prcwision which would

4 ~rmit changes in the rates to reflect discounts within the range of 0 to 50

5 percent, on 15 days notice and filing with the Ccmni.ssion.

6 26. century YlIna's prop:lsed maximun rates were not designed to recover

7 its cost of service (i. e., its wholesale gross annual revenue requiranent) but

8 are based on and sutstantially similar to the maximlln wholesale rates charged

9 I::¥ other cellular tele];hone cantanies, including cantanies in Arizona.

10 27. century Yuna's pro};X)sed wholesale tariff <Des not inclucE an

11 effective price sheet containing its initial rate discounts, but century Yuna

12 <Des intend to discount its maximlln wholesale rates in order to pranote cErnand

13 for retail service.

14 28. With the maximun rates and disco\IDts, century YlII\a expects that its,

15 cellular operations will not prcwide a p:lsitive cash flow for at least the

16 first three years of operation and will not prcwide a return (net o~rating

17 incane) until the fifth year of operation.

18 29. According to century YlII\a's witness, negative cash flows and net

19 operating losses are typically experienced I::¥ cellular tele};ilone systans during

20 their initial, start-up years mtil, dIe to demand for the service and custaner

21 grcwth, revenues are sufficient to ccwer the cost of prOlJiding service.

22 30. century YlII\a's pro};X)sed wholesale tariff <Des not include terms,

23 conditions and rates for "roamer service", a service prOlJided to other

24 wholesale cellular carriers for resale to thei r resellers and retail custaners,

25 so that an end user can use his cellular service in more than one cellular

26 service area.

27 31. At the hearing, the canmission's Utilities Division ("Staff")

28 recommended that the Commission grant century Yuma1s appiication for a
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1 certificate and apprOle century Yuna's prop:>sed tariff with the follQoling

2 modifications: (1) inclusion of terms, conditions and rates for roamer service

:3 to other wholesale cellular carriers; and (2) -inclusion of· a prOlision in

4 Section III (I) (2) of the tariff which re::Juires century Y\JtIa to return a

5 custaner's security dep:>sit (1:¥ either a credit or refund), when the custaner

6 has piid for 24 IOOnths of continoous service with 00 IByment delill:1lEncies.

7 32. Staff also recommended that century Yuma file US West's

8 interconnection agreenent for access serv ice to century Yuna and all future

9 interconnection agreenents with land-lire carriers.4

10 33. century Yuna agreed with Staff's recxrnmendations.

11 34. On July 5, 1990, centuIY YlII1a filed the interconnection agreanent

12 with US West.

:)
,.....

13

14 1. centuIY Yuna is a public service corporation within the meaning of'

15 Article YN of the Arizona Constitution and A.R. S. S40-281.

16 2. '!he Ccmnission has jurisdiction Oler centUIY Yuna and of the subject

17 matter of the application.

18 3. '!here exists a J;XJblic necessity for a cellular tele};hore s.ystan

19 within the YlII1a RSA.

cellular tele};hone service.

5. century Yuna should be granted a CErtif icate authoriz ing it to

conduct, operate and maintain cellular radio facilities for prOtlision of

tele};hone service as a rommon carrier within the YlII1a RSA, as authorized 1:¥ the

In addition, since it is prOtliding acCESS service to century YlII1a pursuant
to a sJ;:ecial contract rather than its tariff, US West must file the
contact in acoordance with A.R.S. §§40-365, 40-367 and 4Q-250(B) and
presunably will ch so.

20

21

22

23

24

25

26

27

28

4.

4. century Yuna is a fit, Willing and able tarty to prOlide such
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1 FCC.

2 6. As lI'lopp>sed initial rates for service and with the modifications

3 reccmnended by staff, Century YlIna's rates and Charges for wholesale cellular ~~

4 teleJ;hone service are just and reaoonable.

5 7. Century Yuna should be granted permission to keep its books and

6 reCX>rds in acoordance with Part 32.

accordance with the ~O/isions of A.R.S. §4o-367.

IT IS 'lHmEroRE ORDmED that Century Yuna Cellular Corp. be, and hereby

be aooFCed.

Nothing herein should be oonstrued in arw Wlj as apprO/al of or a

staff's recx:mnendation that century Yllna file the interoonnection

8.

9.

determination on the reasonableress of Century YlIna's method of financing its

IT IS roR'lHER ORDmED that the certificate of pililic oonvenience and

necessity granted hereinaoove be, and herel::¥ is, subject to the condition that

it is contingent upon, coextensive with and identical to the authority granted

is, granted a certificate of p.1blic oonvenience and necessity authorizing it to

cellular teleJ;hore plant and operations.

interoonnection agreanents with land-line carriers was not opp:>sed and should

to Century Yllna cellular Corp. l:¥ the Federal CCmmunications CCmmission.

IT IS roR'lHER ORDmED that Century Yuna Cellular Corp. shall ~anptly

construct, operate and maintain cellular radio carmunications facilities for

the prO/ision of teleJ;hone service as a cx:mmon carrier within the Yllna RSA.

agreanent with US West has been satisfied.

10. Staff's recommendation that century Yuma file all future

ootify the Arizona Corp:>ration CCmmission of arrj changes in its cellular

geographic service area, as authorized by the Federal Camnunications

Camnission, l:¥ filing for inclusion in its tariff rarised service area maps, in

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28
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agreement is sigled.

later amenanents or editions.

effective initial discounts which are within the range

rates for the prOl1ision of roamer service.

...
-

section III (I) should be revised to inc.lucE aA.

been delin;{uent in its payments for 24 continoous months.

B. '!he tariff should contain the terms, conditions and

CXN erage area.

Ccmnunications Ccmni.ssion, and depict thereon the actual

geograttlic service area, as ap~OI1ed l:¥ the Federal

I=ermitted l:¥ section rv (A) of the tariff.

o. '!he tariff should include a map of the cellular

C. '!he tariff should contain a ~ice sheet setting forth

prOl1ision r~uiring return of a custaner's security

cE};X)sit, via a credit or refund, when the custaner has not

rr IS FUR'IHER ORIERED century Yt.ma cellular Corp. file herein any future

interconnection agreement it may enter into within 30 days of the date the

rr IS FURIHER ORIERED that said tariff, as modified, shall be filed with

the Arizona Corporation Ccmni.ssion on or before August 1, 1990 and shall Cecane

effective in accordance with the ~OI1isions of A.R. S. §§ 40-367 and 40-250 (B) •

rr IS roR'lHER CRDmEO that Century YI.IIIa Cellular Corp. shall be, and

heret¥ is, authorized and di rected to follQ17 the Uniform Systan of Accounts set

forth in 47 CFR Part 32, as of the effective date hereof, and not including aI¥

rr IS FOR'lHER ammEo that Century YI.IIIa cellular Corp. shall nodify its

~op:>sedwholesale tariff as follQl7s:

1

2

:3

4

5

6

7

8

9
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."~1

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

-9- Decision No. .£"7a.::7-f


